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April Adams CPA PLLC
PO Box 1355
Ponca City, Oklahoma 74602
Phone: (5680) 762-1040
Fax: (580) 762-1047
Email: cpa@apriladamscpa.com

INDEPENDENT AUDITOR’S REPORT

To the Board of Directors

Atoka County Rural Water, Sewer and
Solid Waste Management, District No.4
Atoka, Oklahoma

Report on the Audit of the Financial Statements
Qualified Opinion

I have audited the accompanying financial statements of Atoka
County Rural Water, Sewer, and Solid Waste Management District
No. 4, Oklahoma, as of and for the year ended October 31, 2022,
and the related notes to the financial statements, as listed in
the table of contents.

In my opinion, except for the effects of the matter described in
the Basis for Qualified Opinion section of my report, the
accompanying financial statements referred to above present
fairly, 1in all material respects, the respective financial
position of the Atoka County Rural Water, Sewer, and Solid Waste
Management District No. 4 as of October 31, 2022, and the
respective changes in financial position and, where applicable,
cash flows thereof for the year then ended in accordance with
accounting principles generally accepted in the United States of
America.

Basis for Qualified Opinion

I conducted my audit 1in accordance with auditing standards
generally accepted in the United States of America (GAAS), and
the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General
of the United States. My responsibilities under those standards
are further described in the Auditor’s Responsibilities for the
Audit of the Financial Statements section of my report. I am
required to be 1independent of the Atoka County Rural Water,
Sewer, and Solid Waste Management District No. 4 and to meet my
other ethical responsibilities, 1in accordance with the relevant
ethical requirements relating to my audit. I believe that the
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audit evidence I have obtained is sufficient and appropriate to
provide a basis for my audit opinion.

Matter Giving Rise to Qualified Opinion

During the fiscal year ending October 31, 2022, accounting
principles generally accepted in the United States of America,
with the implementation of GASB Statement No. 68, Accounting and
Financial Reporting for Pensions, began requiring Net Pension
Liability information to be included in the financial statements,
note disclosures and Required Supplementary Information. The
requirements of Statement No. 68 have not been implemented by the
District. The amount by which this departure would affect the
assets, net position, and expenses of the District has not been
determined.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair
presentation of the financial statements 1in accordance with
accounting principles generally accepted in the United States of
America, and for the design, implementation, and maintenance of
internal control relevant to the preparation and fair
presentation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, management is required to
evaluate whether there are conditions or events, considered in
the aggregate, that raise substantial doubt about the Atoka
County Rural Water, Sewer, and Solid Waste Management District
No. 4’s ability to continue as a going concern for twelve months
beyond the financial statement date, 1including any currently
known information that may raise substantial doubt shortly
thereafter.

Auditor’s Responsibilities for the Audit of the Financial
Statements

My objectives are to obtain reasonable assurance about whether
the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an
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auditor’s report that includes my opinion. Reasonable assurance
is a high level of assurance but is not absolute assurance and
therefore 1is not a guarantee that an audit conducted 1in
accordance with GAAS and Government Auditing Standards will
always detect a material misstatement when it exists. The risk
of not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or
the override of internal control. Misstatements are considered
material if there is a substantial likelihood that, individually
or in the aggregate, they would influence the judgment made by a
reasonable user based on the financial statements.

In performing an audit in accordance with GAAS, I

e Exercise professional Jjudgment and maintain professional
skepticism throughout the audit.

e Identify and assess the risks of material misstatement of
the financial statements, whether due to fraud or error,
and design and perform audit procedures responsive to those
risks. Such procedures include examining, on a test basis,
evidence regarding the amounts and disclosures 1in the
financial statements.

e Obtain an understanding of internal control relevant to the
audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the Atoka
County Rural Water, Sewer, and Solid Waste Management
District No. 4’s idinternal control. Accordingly, no such
opinion is expressed.

e Evaluate the appropriateness of accounting policies used
and the reasonableness of significant accounting estimates
made by management, as well as evaluate the overall
presentation of the financial statements.

¢ Conclude whether, in my Jjudgment, there are conditions or
events, considered in the aggregate, that raise substantial
doubt about the Atoka County Rural Water, Sewer, and Solid
Waste Management District No. 4’s ability to continue as a
going concern for a reasonable period of time.

I am required to communicate with those charged with governance
regarding, among other matters, the planned scope and timing of
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the audit, significant audit findings, and certain 1internal
control-related matters that I identified during the audit.

Required Supplementary Information

Management has omitted the Management’s Discussion and Analysis
that accounting principles generally accepted 1in the United
States of America require to be presented to supplement the basic
financial statements. Such missing information, although not a
part of the basic financial statements, is required by the
Governmental Accounting Standards Board who considers it to be an
essential part of financial reporting for placing the basic
financial statements in an appropriate operational, economic, or
historical context. My opinion on the basic financial statements
is not affected by this missing information.

Other Information

Management is responsible for the other information included in
the annual report. The other information comprises the other
supplementary information section 1listed in the accompanying
table of contents but does not include the basic financial
statements and my auditor’s report thereon. My opinion on the
basic financial statements does not cover the other information,
and I do not express an opinion or any form of assurance thereon.

In connection with my audit of the basic financial statements, my
responsibility is to read the other information and consider
whether a material inconsistency exists between the other
information and the basic financial statements, or the other
information otherwise appears to be materially misstated. If,
based on the work performed, I conclude that an uncorrected
material misstatement of the other 1information exists, I am
required to describe it in my report.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, 1 have also
issued my report dated April 4, 2023, on my consideration of the
Atoka County Rural Water, Sewer, and Solid Waste Management
District No. 4’s internal control over financial reporting and my
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tests of 1its <compliance with certain provisions of Taws,
regulations, contracts and grant agreements and other matters.
The purpose of that report is solely to describe the scope of my
testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an
opinion on the effectiveness of Atoka County Rural Water, Sewer,
and Solid Waste Management District No. 4’s internal control over
financial reporting or on compliance. That report is an integral
part of an audit performed in accordance with Government Auditing
Standards 1in considering Atoka County Rural Water, Sewer, and
Solid Waste Management District No. 4’s internal control over
financial reporting and compliance.

(3gy;9(3éhxhv>

April Adams CPA PLLC
Ponca City, Oklahoma

April 4, 2023



ATOKA COUNTY RURAL WATER, SEWER
AND SOLID WASTE MANAGEMENT, DISTRICT NO. 4
STATEMENT OF NET POSITION
OCTOBER 31, 2022

EXHIBIT A

ASSETS 2022
Current Assets:
Cash and Cash Equivalents $ 1,045,384
Investments -
Accounts Receivable-Trade 231,201
Account Receivable - ODOT -
ORWAAG Reserve Certificate 5,000
Total Current Assets 1,281,585
Restricted Assets:
Rental Deposits 19,442
USDA RD Reserve 102,030
SLA Reserve 371,063
SLA - Certificate of Deposit 118,340
Construction -
CDBG Reserve 8,765
Total Restricted Assets 619,640
Capital Assets:
Water Distribution Facilities 13,979,523
Water Dist Facility Construction in Progress -
Buildings 94,651
Office Furniture & Equipment 51,116
Land 38,601
Less: Accumulated Depreciation (8,308,764)
Total Net Capital Assets 5,855,127
TOTAL ASSETS 7,756,352
LIABILITIES
Current Liabilities:
Accounts Payable - Trade 150,674
Payroll Taxes Payable 3,181
Accrued Interest Payable 8,847
Deferred Revenue - RD Grant -
Rental Deposits 19,442
Current Maturities of Notes Payable 140,957
Total Current Liabilities 323,101
Long-Term Liabilities:
Notes Payable - USDA Rural Development 3,697,899
Notes Payable - Oklahoma DOC (CDBG) -
Notes Payable - Water Tech, Inc. - -
Less: Current Maturities (140,957)
Total Long-Term Liabilities 3,556,942
TOTAL LIABILITIES 3,880,043
NET POSITION
Net investment in capital assets 2,157,228
Restricted for debt service 600,198
Unrestricted 1,118,883
TOTAL NET POSITION $ 3,876,309

The accompanying notes are an integral part of the basic financial statements
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STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

ATOKA COUNTY RURAL WATER, SEWER
AND SOLID WASTE MANAGEMENT, DISTRICT NO.4

FOR THE FISCAL YEAR ENDED OCTOBER 31, 2022

Operating Revenues:
Water Sales

2022

Membership Dues and Connection Fees
Materials and Line Extensions

Miscellaneous Fees

Total Operating Revenues

Operating Expenses:
Salaries

2,097,635
70,950
42,706

450

2,211,741

Contract Labor/Operator Fees
Employee Expense Allowance

Retirement Plan Expense
Water Purchases

Utilities

Repairs and Maintenance
Payroll Taxes

Office Supplies and Printing

Insurance

Accounting and Legal
Depreciation Expense
Permits and Fees
Administrative Expense
Supplies and Chemicals
Bad Debt
Miscellaneous

Total Operating Expenses

Operating Income (Loss)

153,700
327,931
38,116
16,817
493,536
88,105
445,894
12,906
23,448
31,598
7,390
337,388
13,158
1,771
146,139
7,408
74,900

2,220,205

Non-Operating Revenues (Expenses):

Interest Income
Miscellaneous Income
Rental Income
Interest Expense
FEMA

(8,464)

3,710
35,955

(162,489)

Total Non-operating Revenues (Expenses)

Net Income (Loss) Before Contributions
Capital Contributions - Grant Income

Change in Net Position
Total Net Position - Beginning

(122,824)

(131,288)

Total Net Position - Prior Year Adjustment

Total Net Position - Ending

The accompanying notes are an integral part of the basic financial statements

(131,288)
4,007,597

$

3,876,309

EXHIBIT B



EXHIBIT C
ATOKA COUNTY RURAL WATER, SEWER
AND SOLID WASTE MANAGEMENT, DISTRICT NO.4
STATEMENT OF CASH FLOWS
FOR THE FISCAL YEAR ENDED OCTOBER 31, 2022

2022

Cash Flows from Operating Activities:

Cash Receipts from Customers $ 2,120,065

Payments to Suppliers for Goods & Services (1,248,610)

Payments to Employees & Laborers (481,631)
Net Cash Provided (Used) by Operating Activities 389,824
Cash Flows from Non-Capital Financing Activities:

FEMA -

Transfers to restricted funds -

Transfer from restricted funds 97,825
Net Cash Provided (Used) by Non-Capital Financing Activities 97,825
Cash Flows from Capital & Related Financing Activities:

Capital Grant received for construction/purchase of capital assets -

Capital Grant - Deferred Revenue -

Additions to Capital Assets (84,508)

Proceeds from sale of Capital Assets -

Principal paid on Debt (134,852)

Interest paid on Debt (162,340)
Net Cash Provided (Used) by Capital & Related Financing Activities (381,700)
Cash Flows from Investing Activities:

Interest Income 3,709

Change in Restricted Assets (1,606)

Grants - Reimburseable Income -

Miscellaneous Income 35,955
Net Cash Provided (Used) by Investing Activities 38,058
Net Increase (Decrease) in Cash and Cash Equivalents 144,007
Cash & Cash Equivalents, Beginning of Year 901,377
Cash & Cash Equivalents, Prior Year Adjustment -
Cash & Cash Equivalents, End of Year $ 1,045,384
Reconciliation of operating income (loss) to net cash provided

operating activities:

Operating Income (Loss) $ (8,464)

Adjustments to reconcile operating income (loss) to net cash

provided (used) by operating activities

Depreciation 337,388

Allowance for Uncollectable Accounts (1,273)

(Increase)Decrease in Accounts Receivable-Trade (91,977)

(Increase)Decrease in Other Assets -

Increase(Decrease) in Customer Deposits 1,575

Increase(Decrease) in Accounts Payable 155,476

Increase(Decrease) in Other Payable (2,901)
Net Cash Provided (Used) by Operating Activities $ 389,824

The accompanying notes are an integral part of the basic financial statements
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ATOKA COUNTY RURAL WATER, SEWER
AND SOLID WASTE MANAGEMENT, DISTRICT NO.4
NOTES TO FINANCIAL STATEMENTS
OCTOBER 31, 2022

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization

Atoka County Rural Water, Sewer and Solid Waste Management,
District No.4 of Atoka County, Oklahoma was formed in 1979,
pursuant to the Oklahoma Rural Water, Sewer, and Solid Waste
Management District Act. The District operates as a nontaxable
government entity to serve residents of a portion of rural Atoka
County.

Accounting

In June 1999, the Governmental Accounting Standards Board (GASB)
unanimously approved Statement No. 34, Basic  Financial
Statements - and Management’s Discussion and Analysis - for
State and Local Governments. Certain of the significant changes
in the Statement include the following:

1. For the first time the financial statement should include:

a. A Management Discussion and Analysis (MD&A) section
providing analysis of the District’s overall financial
position and results of operations. However, the District
has chosen not to present the required MD&A for the current
year.

b. Financial statements prepared using full accrual accounting
for all of the District’s activities, except for including
the General capital assets or infrastructure (lines, pump
stations, etc.).

2. A change in the fund financial statements to focus on major
funds.

These and other changes are reflected in the accompanying
financial statements (including the notes to the financial
statements). The District has elected to implement the general
provisions of the Statement and report infrastructure acquired
after July 1, 2003 as provided by GASB standards.

11



ATOKA COUNTY RURAL WATER, SEWER
AND SOLID WASTE MANAGEMENT, DISTRICT NO.4
NOTES TO FINANCIAL STATEMENTS
OCTOBER 31, 2022

Basis of Presentation

The accounts of the District are organized on the basis of
proprietary fund type, specifically an enterprise fund. The
activities of this fund are accounted for with a separate set of
self-balancing accounts that comprise the District’s assets,
liabilities, net assets, revenues and expenses. Enterprise
Funds account for activities (1) that are financed with debt
that is secured solely by a pledge of the net revenues from fees
and charges of the activity; or (2) that are required by Taws or
regulations that the activity’s costs of providing services,
including capital costs (such as depreciation or debt service),
be recovered with fees and charges, rather than with taxes or
similar revenues; or (3) that the pricing policies of the
activity establish fees and charges designed to recover its
costs, including capital costs (such as depreciation or debt
service).

Basis of Accounting

The proprietary fund type is accounted for on a flow of economic
resources measurement focus. With this measurement focus, all
assets and all liabilities associated with the operation of this
fund are included on the balance sheet. Fund equity consists of
contributed capital and retained earnings. Proprietary fund type
operating statements present increases (e.g. revenues) and
decreases (e.g. expenses) in net total assets. The accrual basis
of accounting is utilized by the proprietary fund type. Under
this basis of accounting revenues are recognized when earned and
expenses are recognized when the related Tiability is incurred.

Cash and Cash Equivalents

GASB Statement No. 9, paragraph 9, defines cash equivalents as
“short-term, highly 1iquid investments that are both readily
convertible to known amounts of cash” and “so near their
maturity that they present insignificant risk of changes in
value because of changes in interest rates.” Investments with a
remaining maturity of three months or 1less at the date of
purchase by the entity holding the investment meet this
definition of a cash equivalent.

12



ATOKA COUNTY RURAL WATER, SEWER
AND SOLID WASTE MANAGEMENT, DISTRICT NO.4
NOTES TO FINANCIAL STATEMENTS
OCTOBER 31, 2022

Accounts Recejvable

Accounts receivable consist of the utilities billed that had not
been collected at October 31, 2022.

Inventory
Inventory of supplies is not reported on the financial
statements of the District. The amount of inventory on hand is
not material to the financial statements.

Property and Equipment

Water distribution facilities, office furniture and equipment
purchased or constructed by the District are stated at cost.
Depreciation 1is computed on the straight-line method based on
the estimated useful Tives of the assets ranging from five to
forty years.

Construction in progress 1is recorded at cost. No depreciation
is recognized until contracts are complete and the applicable
facilities become operational.

Capitalization Policy:

Purchases of capital items in excess of $1,000.00 that increase
the capacity or operation efficiency or extend the useful Tife
of any asset are capitalized. Repairs and maintenance are

expensed as incurred

Equity Classification

Equity 1is classified as net position and displayed in three
components:

1. Net investment in capital assets—Consists of capital assets
including restricted capital assets, net of accumulated
depreciation and reduced by the outstanding balances of any
bonds, mortgages, notes, or other borrowings that are
attributable to the acquisition, construction, or
improvements of those assets and adjusted for any deferred
inflows and outflows of resources attributable to capital
assets and related debt.

13



ATOKA COUNTY RURAL WATER, SEWER
AND SOLID WASTE MANAGEMENT, DISTRICT NO.4
NOTES TO FINANCIAL STATEMENTS
OCTOBER 31, 2022

2. Restricted—Consists of restricted assets reduced by
liabilities and deferred inflows or resources related to
those assets, with restriction constraints placed on the
use either by (a) external groups such as creditors,
grantors, contributors, or Tlaws and regulations of other
governments; or (b) law through constitutional provisions
or enabling Tegislation.

3. Unrestricted—Net amounts of assets, deferred outflows of
resources, liabilities, and deferred inflows of resources
that are not included 1in the determination of net
investment in capital assets or the restricted component of
net position.

It 1is the District’s policy to first use restricted net
resources prior to the use of unrestricted net resources when an
expense 1is incurred for purposes for which both restricted and
unrestricted net resources are available.

Revenues, expenditures & expenses

Operating revenues and expenses for proprietary funds result
from providing services and producing and delivering goods
and/or services. They also include all revenues and expenses
not related to <capital and related financing, noncapital
financing, or investing activities.

Memorandum Totals

The “Memorandum Only” captions above the total columns mean that
totals are presented for overview information purposes only.

NOTE 2 - AGED ACCOUNTS RECEIVABLE

Accounts receivable of the Atoka County Rural Water, Sewer and Solid
Waste Management, District No.4, and the Treatment Water Plant are
aged as follows at October 31, 2022:

14



ATOKA COUNTY RURAL WATER, SEWER

AND SOLID WASTE MANAGEMENT, DISTRICT NO.4
NOTES TO FINANCIAL STATEMENTS
OCTOBER 31, 2022
Water Water
District PTant Total
CURRENT $ 146,172 $ 40,402 $ 186,574
01-30 DAYS 21,323 - 21,323
31-60 DAYS 8,705 - 8,705
61+ DAYS 63,706 - 63,706
Overpayments/Prepayments (22,298) - (22,298)
Total Accounts Receivable 217,608 40,402 258,010
Less: Allowance for Doubtful Accounts (26,809) - (26,809)
Total Accounts Receivable $ 190,799 $ 40,402 $ 231,201
NOTE 3 - ACCUMULATED UNPAID VACATION AND SICK LEAVE BENEFITS
Accumulated wunpaid vacation benefits have not been shown as a
1iability in the financial statements. The District’s position is

that any accrued benefits are not significant and would not materially

affect the financial statements.

NOTE 4 - CUSTODIAL CREDIT RISK RELATED TO DEPOSITS

Custodial Credit Risk
At October 31, 2022, the District held deposits

including 1interest-bearing certificates of deposi

of approximately
$1,630,197 at financial institutions. The District’s cash deposits,

t are

covered by

Federal Depository Insurance (FDIC) or direct obligation of the U.S.
ties held by the

Government insured or collateralized with securi
District or by its agent in the District’s name.

Investment Interest Rate Risk

The District does not have a formal investment policy that

investment maturities as a means of managing its
value losses arising from increasing interest rates.

Investment Credit Risk

limits

exposure to fair

The District has no policy that limits its investment choices other

than the Timitation of state lTaw as follows:
a. Direct obligations of the U.S. Government,

15
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ATOKA COUNTY RURAL WATER, SEWER
AND SOLID WASTE MANAGEMENT, DISTRICT NO.4
NOTES TO FINANCIAL STATEMENTS
OCTOBER 31, 2022

b. Certificates of deposits or savings accounts that are either
insured or secured with acceptable collateral with in-state
financial institutions, and fully insured certificates of
deposit or savings accounts in out-of-state financial
institutions.

c. With certain Timitation, negotiable certificates of deposit,
prime bankers’ acceptances, prime commercial paper and
repurchase agreements with certain limitations.

d. County, municipal or school district tax supported debt
obligations, bond or revenue anticipation notes, money
judgments, or bond or revenue anticipation notes of public
trusts whose beneficiary is a county, municipality or school
district.

e. Notes or bonds secured by mortgage or trust deed insured by the
Federal Housing Administrator and debentures issued by the
Federal Housing Administrator, and 1in obligations of the
National Mortgage Association.

f. Money market funds regulated by the SEC and in which investments
consist of the investments mentioned in the previous paragraphs
(a.-d.).

Concentration of Investment Credit Risk
The District places no limit on the amount it may invest in any one
issuer. The District has the following of credit risk: 100% in CDs

($437,327).

NOTE 5 - RESTRICTED ASSETS

The District maintains a reserve account at First Bank, Atoka,
OkTahoma that funds the reserve contributions as required by the USDA
Rural Development Loan Resolution Security Agreements. During the
fiscal year 1999, the District received a loan from the Stringtown
Public Facilities Authority through the Oklahoma Department of
Commerce which requires a reserve fund. The District designated a
savings account to fully fund the required reserve.

Restrictions on restricted assets are as follows:

Reserve Funds -Use 1is Restricted for Debt Service per
USDA & DOC loan agreements

Security Deposits -Use is Restricted to deposit and refund
water meter security deposits

16



ATOKA COUNTY RURAL WATER, SEWER
AND SOLID WASTE MANAGEMENT, DISTRICT NO.4
NOTES TO FINANCIAL STATEMENTS
OCTOBER 31, 2022

Construction -Use is Restricted to unforeseen repairs

SLA Accounts -Use is Restricted for replacement of Short
Lived Assets

NOTE 6 - CAPITAL ASSETS

Capital asset activity, for the fiscal year ended October 31, 2022,
was as follows:

10/31/21 10/31/22
Balance Additions Deductions Balance
Capital assets not being depreciated:
Land $ 38,601 § -3 -3 38,601
Construction in Progress - - - -
Total capital assets not being
depreciated 38,601 - - 38,601
Other capital assets:
Water Distribution Facilities 13,902,145 77,378 - 13,979,523
Buildings 87,521 7,130 - 94,651
O0ffice Furniture & Equipment 51,116 - - 51,116
Total other capital assets at
historical cost 14,040,782 84,508 - 14,125,290
Less accumulated depreciation for:
Water Distribution Facilities (7,876,925) (335,293) - (8,212,219)
Buildings (44,051) (1,854) - (45,905)
0ffice Furniture & Equipment (50,400) (241) - (50,641)
Total accumulated depreciation (7,971,376) (337,388) - (8,308,764)
Other capital assets, net 6,069,406 (252,880) - 5,816,526
Total Capital Assets, net $ 6,108,007 $ (252,880) $ - $ 5,855,127

The capital assets addition included remodel of the office, a motor
and major filter repairs.

NOTE 7 - LONG-TERM DEBT

USDA RURAL DEVELOPMENT (RD)

The District is indebted to USDA Rural Development under the terms of
five forty-year installment note which are collateralized by the
District’s plant and distribution facilities. One note is payable in
monthly installments of $3,229.00 at an interest rate of 5.0% for
forty years. The second 1is payable 1in monthly dinstallments of
$2,295.00 at an interest rate of 4.5% for forty years. The third is
payable in monthly installments of $7,901.00 with an interest rate at
4.5% for forty years. The fourth note 1is payable 1in monthly
instalIments of $825.00 with an interest rate of 2.5% for forty years.
The fifth note is payable in monthly installments of $10,516.00 with

17



an interest rate of 4.25% for forty years.

ATOKA COUNTY RURAL WATER, SEWER

AND SOLID WASTE MANAGEMENT, DISTRICT NO.4

NOTES TO FINANCIAL STATEMENTS
OCTOBER 31,

2022

2031, 2035, 2037, 2049 and 2047, respectively.

Changes in Long-Term Debt

The following
ended October 31,

Note Payable
Note Payable
Note Payable
Note Payable
Note Payable

2022:

- USDA RD 91-11
- USDA RD 91-13
- USDA RD 91-15
- USDA RD 91-18
- USDA RD 91-20

Total Long-Term Debt

is a summary of changes

The notes will mature

in

in long-term debt for the year

A summary of future maturities

follows:

Year Ending

Notes Payable - RD #91-11

October 31, Principal Interest Total
2023 $ 25,349 $ 13,399 $ 38,748
2024 26,646 12,102 38,748
2025 28,009 10,739 38,748
2026 29,442 9,306 38,748
2027 30,948 7,800 38,748
2028-2031 139,099 14,526 153,624
Total $ 279,494 $ 67,871 $ 347,364
Year Ending Notes Payable - RD #91-13
October 31, Principal Interest Total
2023 $ 15,995 $ 11,545 $ 27,540
2024 16,730 10,810 27,540
2025 17,499 10,041 27,540
2026 18,303 9,237 27,540
2027 19,144 8,396 27,540
2028-2032 109,746 27,954 137,700
2033-2035 66,399 4,013 70,412
Total $263,817 $ 81,995 $ 345,812

Balance at Balance at
October 31, 2021 Additions Deductions October 31, 2022
$ 303,609.07 $ $ (24,115.46) $ 279,493.61
$ 279,109.72 $ $ (15,293.05) $ 263,816.67
$ 1,070,686.23 $ $ (47,605.54) $ 1,023,080.69
$ 198,981.66 $ $ (4,982.32) $ 193,999.34
$ 1,980,364.31 $ $ (42,855.62) $ 1,937,508.69
$ 3,832,750.99 $ $ (134,851.99) $ 3,697,899.00

of principal interest are as



ATOKA COUNTY RURAL WATER, SEWER
AND SOLID WASTE MANAGEMENT, DISTRICT NO.4
NOTES TO FINANCIAL STATEMENTS
OCTOBER 31, 2022

Year Ending Notes Payable - RD #91-15

October 31, Principal Interest Total
2023 $ 49,792 $ 45,020 $ 94,812
2024 52,079 42,733 94,812
2025 54,472 40,340 94,812
2026 56,974 37,838 94,812
2027 56,592 38,220 94,812

2028-2032 341,627 132,433 474,060
2033-2037 408,544 46,449 454,993
Total $ 1,020,081 $ 383,033 $ 1,403,113

Year Ending Notes Payable - RD #91-18

October 31, Principal Interest Total
2023 $ 5,108 $ 4,792 $ 9,900
2024 5,237 4,663 9,900
2025 5,370 4,530 9,900
2026 5,506 4,394 9,900
2027 5,645 4,255 9,900
2028-2032 30,440 19,060 49,500
2033-2037 34,488 15,012 49,500
2038-2042 39,075 10,425 49,500
2043-2047 44,272 5,228 49,500
2048-2049 18,858 483 19,342

Total $ 193,999 $ 72,842 $ 266,842

Year Ending Notes Payable - RD #91-20

October 31, Principal Interest Total
2023 $ 44,712 $ 81,480 $ 126,192
2024 46,650 79,542 126,192
2025 48,672 77,520 126,192
2026 50,781 75,411 126,192
2027 52,982 73,210 126,192
2028-2032 301,406 329,554 630,960
2033-2037 372,628 258,332 630,960
2038-2042 460,681 170,279 630,960
2043-2047 558,997 61,382 620,379

Total $ 1,937,509 $ 1,206,710 $ 3,144,219

NOTE 8 - RELATED PARTY TRANSACTIONS

The construction of a treatment water plant was completed and became
operational by the District 1in fiscal year 1993. The Board of
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Directors for the District is the governing body for the treatment
plant. The treatment plant buys water from the McGee Creek Authority
and in turn sells water to Rural Water, Sewer, and Solid Waste
Management, District No 4 at a rate of $3.63 per 1,000 gallons of
water. The sales to Atoka County Rural Water, Sewer and Solid Waste
Management, District No.4 have been eliminated by interfund blending.
The treatment plant sells water to other water districts at a
negotiated rate of $3.63 to $3.69 per 1,000 gallons of water.

NOTE 9 - INTERFUND ACTIVITY

In the process of aggregating the financial information for the
Statement of Net Position, Statement of Revenues, Expenses and Changes
in Net Position, and Statement of Cash Flows, some amounts reported as
related activity and balances in the combining financial statements
have been eliminated or reclassified.

Interfund activity between Atoka County Rural Water, Sewer and Solid
Waste Management, District No.4 and the water treatment plant have
been eliminated 1in the basic financial statements. The idinterfund
activities consist of sales or purchases of water between the funds
and are reported as revenues and expenditures and/or accounts
receivable and accounts payable in the supplemental schedules.

NOTE 10 - ESTIMATES

The preparation of financial statements in conformity with generally
accepted accounting principles requires management to make estimates
and assumptions that could affect certain reported amounts and
disclosures. Accordingly, actual results could differ from those
estimates.

NOTE 11 - RISK MANAGEMENT

The District’s risk management of Tloss consists of commercial
insurance for property and Tliability losses, an employee’s bond for
employee dishonesty, and worker’s compensation. There have been no
significant reductions 1in 1insurance coverage during the year ended
October 31, 2022.
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NOTE 12 - CONTINGENCIES

Litigation

The management of the Atoka County Rural Water, Sewer and Solid Waste
Management, District No. 4 is not aware of any contingent liabilities
at October 31, 2022 which would materially affect the District’s
financial statements.

Federally Assisted Programs

In the normal course of operations, the District participates in
various federal or state/loan programs from year to year. The
grant/loan programs are often subject to additional audits by agents
of the granting or loaning agency, the purpose of which is to ensure
compliance with the specific conditions of the grant or Toan. Any
liability of reimbursement that may arise as a result of these audits
cannot be reasonably determined at this time, although it is believed
the amount, if any, would not be material.

NOTE 13 - RETIREMENT PLAN

During the fiscal year, the District participated in the Oklahoma
Public Employees Retirement System. The minimum contribution 1is 18%
with the District contributing 11.5% of the minimum. Five out of five
employees are in the Step-Up Program.

The total contributions for the fiscal year ending October 31, 2022,
for employer and employee were $17,875.61 and $15,771.89,
respectively, on total wages of $155,440.75.

GASB Statement No. 68, Accounting and Financial Reporting for Pensions
took effect for governments in fiscal years beginning after June 30,
2014 (that is, for years ended June 30, 2015 or Tlater). Management
has determined that it would not be cost effective to compile the
required information for implementing Statement No. 68 and the amounts
are not expected to be material to the financial statements and
therefore, the required information has not been included 1in the
financial statements.

NOTE 14 - SUBSEQUENT EVENTS

The District did not have any subsequent events through April 4, 2023,
which 1is the date the financial statements were issued, for events
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requiring recording or disclosure in the financial statements for the
year ending October 31, 2022.
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING
STANDARDS

To the Board of Directors

Atoka County Rural Water, Sewer and
Solid Waste Management, District No. 4
Atoka, Oklahoma

I have audited, in accordance with the auditing standards generally
accepted in the United States of America and the standards applicable
to financial audits contained in Government Auditing Standards, issued
by the Comptroller General of the United States, the financial
statements of the Atoka County Rural Water, Sewer and Solid Waste
Management, District No. 4, as of and for the year ended October 31,
2022, and the related notes to the financial statements, and have
issued my report thereon dated April 4, 2023, which was qualified
because the District has not implemented GASB Statement No. 68,
Accounting and Financial Reporting for Pensions. Management has
omitted the MD&A and Net Pension Liability Information required by
accounting principles generally accepted in the United States of
America.

Internal Control Over Financial Reporting

In planning and performing my audit of the financial statements, 1
considered the Atoka County Rural Water, Sewer and Solid Waste
Management, District No. 4’s internal control over financial reporting
(internal control) as a basis for designing audit procedures that are
appropriate in the circumstances for the purpose of expressing my
opinion on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the Atoka County Rural
Water, Sewer and Solid Waste Management, District No. 4°’s internal
control. Accordingly, I do not express an opinion on the
effectiveness of Atoka County Rural Water, Sewer and Solid Waste
Management, District No. 4’s internal control.

A deficiency in internal control exists when the design or operation
of a control does not allow management or employees, in the normal
course of performing their assigned functions, to prevent, or detect
and correct misstatements on a timely basis. A material weakness is a
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deficiency, or combination of deficiencies, in internal control, such
that there is a reasonable possibility that a material misstatement of
the entity’s financial statements will not be prevented, or detected
and corrected on a timely basis. A significant deficiency 1is a
deficiency, or a combination of deficiencies, in internal control that
is lTess severe than a material weakness, yet important enough to merit
attention by those charged with governance.

My consideration of internal control was for the 1limited purpose
described in the first paragraph of this section and was not designed
to identify all deficiencies 1in internal control that might be
material weaknesses or significant deficiencies and therefore,
material weaknesses or significant deficiencies may exist that were
not identified. I did 1identify certain deficiencies 1in internal
control described 1in the accompanying Schedule of Findings that 1
consider to be material weaknesses as Item 22-01.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Atoka
County Rural Water, Sewer and Solid Waste Management, District No. 4’s
financial statements are free of material misstatement, I performed
tests of compliance with certain provisions of Tlaws, regulations,
contracts and grant agreements, noncompliance with which could have a
direct and material effect on the financial statements. However,
providing an opinion on compliance with those provisions was not an
objective of my audit, and accordingly, I do not express such an
opinion. The results of my tests disclosed no instances of
noncompliance or other matters that are required to be reported under
Government Auditing Standards.

Atoka County Rural Water, Sewer and Solid Waste Management, District
No. 4’s Response to Findings

Atoka County Rural Water, Sewer and Solid Waste Management, District
No. 4’s response to the findings identified in my audit is described
in the accompanying Schedule of Findings. Atoka County Rural Water,
Sewer and Solid Waste Management, District No. 4’s response was not
subjected to the auditing procedures applied in the audit of the
financial statements and, accordingly, I express no opinion on it.
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Purpose of this Report

The purpose of this report is solely to describe the scope of my
testing of internal control and compliance and the results of that
testing, and not to provide an opinion on the effectiveness of the
entity’s internal control or on compliance. This report 1is an
integral part of an audit performed in accordance with Government
Auditing Standards in considering the entity’s internal control and
compliance. Accordingly, this communication is not suitable for any
other purpose.

W Qdoms

April Adams CPA PLLC
Ponca City, Oklahoma

April 4, 2023
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ATOKA COUNTY RURAL WATER, SEWER
AND SOLID WASTE MANAGEMENT, DISTRICT NO.4
SCHEDULE OF FINDINGS
OCTOBER 31, 2022

INTERNAL CONTROL FINDINGS:

Item 22-01: Segregation of Duties

Criteria: A good system of internal control requires a proper
segregation of duties to prevent one person from being in a position
to authorize, execute, and record the same transaction.

Condition: Due to the size of the District’s major areas of internal
control, that would be prevalent 1in a larger District, such
segregation of duties 1is not available for this size operation.
Duties are concentrated in the hands of a few individuals, who are
responsible for all phases of the accounting functions. Because of
this lack of division of responsibility, internal control is
determined to be weak, and in some instances, non-existent.

Cause/Effect: Due to the 1limited number of personnel, a breach of
internal controls could occur and not be detected in the normal course
of operations.

Recommendation: Some compensating controls have been implemented by
requiring the Boards approval and signature for all expenditures. The
Board should continue to be actively involved in the operations of the
organization.

Response: The Board continues to be actively idinvolved 1in the
operations of the District.
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ATOKA COUNTY RURAL WATER, SEWER
AND SOLID WASTE MANAGEMENT, DISTRICT NO. 4
COMBINING STATEMENT OF NET POSITION
OCTOBER 31, 2022
Enterprise Funds

EXHIBIT D

Water Water
District Plant Consolidation Total
ASSETS
Current Assets:
Cash in Bank: Operating $ 1,005,556 $ 39,828 $ - $ 1,045,384
Accounts Receivable - Choctaw Nation - - - -
Accounts Receivable-Trade 190,799 88,900 (48,498) 231,201
Accounts Receivable-Plant 84,387 - (84,387) -
ODOT Receivable - - - -
ORWAAG Reserve Certificate 5,000 - - 5,000
Total Current Assets 1,285,742 128,728 (132,885) 1,281,585
Restricted Assets:
Rental Deposits 19,442 - - 19,442
USDA RD Reserve 102,030 - - 102,030
SLA Reserve 371,063 - - 371,063
SLA - Certificate of Deposit 118,340 - - 118,340
Construction - - - -
CDBG Reserve 8,765 - - 8,765
Total Restricted Assets 619,640 - - 619,640
Capital Assets:
Water Distribution Facilities 7,352,354 6,627,169 - 13,979,523
Water Dist Facility Construction in Progress - - - -
Buildings 94,651 - - 94,651
Office Furniture & Equipment 51,116 - - 51,116
Land 38,601 - - 38,601
Less: Accumulated Depreciation (5,314,312) (2,994,452) - (8,308,764)
Total Net Capital Assets 2,222,410 3,632,717 - 5,855,127
TOTAL ASSETS 4,127,792 3,761,445 (132,885) 7,756,352
LIABILITIES
Current Liabilities:
Accounts Payable - Trade 127,237 71,935 (48,498) 150,674
Accounts Payable - District - 84,387 (84,387) -
Payroll Taxes Payable 2,291 890 - 3,181
Accrued Interest Payable 3,095 5,752 - 8,847
Deferred Revenue - RD Grant - - - -
Current Maturities of Notes Payable 75,129 65,828 - 140,957
Total Current Liabilities 207,752 228,792 (132,885) 303,659
Other Liabilities:
Rental Deposits 19,442 - - 19,442
Long-Term Liabilities:
Notes Payable - USDA Rural Development 1,402,970 2,294,929 - 3,697,899
Notes Payable - Oklahoma DOC (CDBG) - - - -
Notes Payable - Water Tech, Inc. - - - -
Less: Current Maturities (75,129) (65,828) - (140,957)
Total Long-Term Liabilities 1,327,841 2,229,101 - 3,556,942
TOTAL LIABILITIES 1,555,035 2,457,893 (132,885) 3,880,043
NET POSITION
Net investment in capital assets 819,440 1,337,788 - 2,157,228
Restricted for debt service 600,198 - - 600,198
Unrestricted 1,153,119 (34,236) - 1,118,883
TOTAL NET POSITION $ 2,572,757 $ 1,303,552 $ - $ 3,876,309

The accompanying notes are an integral part of the basic financial statements
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AND SOLID WASTE MANAGEMENT, DISTRICT NO.4
COMBINING STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION
FOR THE FISCAL YEAR ENDED OCTOBER 31, 2022

Operating Revenues:
Water Sales

Membership Dues and Connection Fees
Materials and Line Extensions

Miscellaneous Fees

Total Operating Revenues

Operating Expenses:
Salaries

Contract Labor/Operator Fees
Employee Expense Allowance

Retirement Plan Expense
Water Purchases

Utilities

Repairs and Maintenance
Payroll Taxes

Office Supplies and Printing
Insurance

Accounting and Legal
Depreciation Expense
Permits and Fees
Mileage

Administrative Expense
Chemicals

Lab Supplies

Janitorial Supplies
Testing Fees

Returned Checks

Credit Card Charges
Legal Fees

Dues and Memberships
Advertising

Small Tools

Materials

Line Extension Expense
Engineering Fees

Total Operating Expenses

Operating Income (LosSs)

ATOKA COUNTY RURAL WATER, SEWER

Enterprise Funds

EXHIBIT E

Non-Operating Revenues (Expenses):

Interest Income
Miscellaneous Income
Interest Expense
Grants

Total Non-operating Revenues (Expenses)
Net Income (Loss) Before Contributions
Capital Contributions - Grant Income

Change in Net Position
Total Net Position - Beginning

Total Net Position - Prior Year Adjustment

Total Net Position - Ending

Water Water

District Plant Consolidation Total
$1,650,090 $ 980,532 $ (532,987) $2,097,635
70,950 - - 70,950
42,706 - - 42,706
450 - - 450
1,764,196 980,532 (532,987) 2,211,741
114,067 39,633 - 153,700
221,805 106,126 - 327,931
38,116 - - 38,116
12,519 4,298 - 16,817
532,987 493,536 (532,987) 493,536
17,039 71,066 - 88,105
379,872 66,022 - 445,894
9,737 3,169 - 12,906
23,448 - - 23,448
27,707 3,891 - 31,598
7,390 - - 7,390
130,318 207,070 - 337,388
10,670 2,488 - 13,158
265 - - 265
- 1,771 - 1,771
- 143,237 - 143,237
2,350 552 - 2,902
166 - - 166
4,393 3,015 - 7,408
23,660 - - 23,660
75 - - 75
2,201 - - 2,201
650 - - 650
689 - - 689
34,665 - - 34,665
12,529 - - 12,529
1,607,318 1,145,874 (532,987) 2,220,205
156,878 (165,342) - (8,464)
3,585 125 - 3,710
35,118 837 - 35,955
(64,352) (98,137) - (162,489)
(25,649) (97,175) - (122,824)
131,229 (262,517) - (131,288)
131,229 (262,517) - (131,288)
2,441,528 1,566,069 - 4,007,597
$2,572,757 $ 1,303,552 $ - $ 3,876,309

The accompanying notes are an integral part of the basic financial statements
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